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Discussion. 

Professor Folwell: I would like to say on my own 
behalf that I had the same experience. I obtained 
the book in the hope that we should have a new 
standard which would be final for many years. I 
was disappointed. At the same time I found a great 
deal of most valuable material. 

Professor Giddings: I think that we can hardly let 
this discussion go by without saying that we are under 
great obligation to Professor Taussig for presenting 
so clearly what has seemed to many of us to be a 
fundamental defect in this work. I doubt if we 
have as yet got very far beyond that re-statement 
of leading principles of political economy that was 
made by Professor Cairnes. 
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BY PROFESSOB J. B. COMMONS, OF THE UNIVERSITY OF INDIANA. 



The law of diminishing returns could be made a 
universal law, applicable to all industries were it not 
that it is viewed from one standpoint in agriculture 
and from another standpoint in manufactures. The 
standpoint for agriculture is that of a given area of 
ground; for manufactures it is that of the entire 
industry or of a single undertaking regardless of the 
area it occupies. By taking always the standpoint 
of area the law is applicable to manufactures and 
to every industry. 

A positive reason for taking the standpoint of area 
is because land is valuable primarily on account of 
room and situation. Soil is capital and its returns 
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follow the law of interest. The law of rent applied 
to land applies only to area and situation. In an 
advanced industrial community where production is 
carried on for sale, situation is simply a social rela- 
tion giving the individual opportunity for the profit- 
able production and sale of goods. There are other 
social relations which give similar opportunities. It 
is to these opportunities and not to fixed and durable 
capital that the law of rent can be applied. The 
accompanying table gives a classification of the 
factors in distribution. Personal abilities are sharply 
distinguished from capital, and capital from business 
privileges. Legal rights are a kind of blanket which 
protects the otber factors. Property rights exist both 
in capital and monopoly privileges, and personal 
rights protect one in the use of his personal abilities. 
The law of distribution which applies to capital is 
cost of production and interest, the law which 
applies to monopoly privileges is surplus values and 
rent. 



Factors 
of 

Distribution. 



1. Personal 

2. Capital. 



Abilities. 
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(Labor). 



(3) Monopoly 
Privileges 



4. Legal 

Bights 



(1) Natural 
(Economic) 



(2) Artificial 
(Legal) 



f A. Land. 

J B. Distributive Industries \ $ ^tufprfncbise. 

I C. Manufacturing Industries. (Trusts.) 

ID. Good Will, Business Connections, etc. 

f A. Patents. 



! B, Copyrights. 
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Trade Marts. 
[D. Franchises. 



(1) Personal 
.Freedom, etc 



(2) Property in 
Capital and 
Monopoly 
Privileges. 
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A. Private 



B. Public 



(A) Absolute Ownership. (Dominions.) 

f a Servitude 

(B) Partial lb Mortgages. , , . TrnstR 
Ownership. ] c Personal Bights. \ ffl £„"!??• tB 

L Id Inheritance- t W contiacts. 

(A) Absolute. (Same as private.) 

fa. Servitude. 
I b. Mortgages. 

R PnrHnl J c - Taxes. 

u. ±-aruai -j a Em i nent Domain. 
i e. Bight of Way. 
I f . Escheat, etc. 



Contributions to Economic Theory. 103 

Discussion. 

Professor Ely : I think this discussion throws some 
light upon certain estimates of wealth that have been 
made and which are current. It is one of the ex- 
tremely difficult things to find our true wealth. We 
have values which are, to use an expression already 
brought forward, surplus value. These values are 
values from an individual rather than from a social 
standpoint; yet it seems to me that in the whole 
wealth of the country that should be included. Does 
the census figure of the value of street car property 
in Baltimore represent entirely social wealth or is it 
partly individual wealth ? The Baltimore companies 
must pay into the city treasury nine per cent of their 
gross revenues. The total value of the property is, 
of course, less than it would be otherwise. Suppose 
that a gross revenue for the privilege should be 
abolished. The valuation in the census would at 
once be increased, but would the country be any 
richer than before ? It would simply be a transfer 
of wealth from the pockets of the general public to 
the pockets of certain individuals. 



